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(ii) The director shall adjust the effective age of a facility when major repairs, replacement, 
remodeling or renovation initiated after April 1, 1985, would resultin a change in age of at least one 
(1) year. Such changes shall not increase the allowable property rental rate by more than three­
fourths (3/4) of the difference between the adjusted propertybase determined in subsections(l)(a) 
and (l)(b) of this section and the rental ratepaid to the facilityat the time of completion of such 
changes but before the change componenthas been added to said rate. The adjusted effective ageof 
the facility will beused in future age determinations, unless modified by provisionsof this chapter. 
(iii) The director shall allow for future adjustments to the effective age of a facility or its rate to 
reimburse an appropriate amount for property expenditures resulting from new requirements 
imposed by state or federal agencies. The director shall, within twelve(12) months of verification 
of expenditure, reimburse the medicaid share of the entire of such new requirementsas a one­
time payment if the incurred cost for hundred dollars ($100) per bed.a facility is less than one 

(d) At no time shall the property rental rate, established under subsection (1) of this section, be less than 
that allowed in subsection (l)(c)(ii), with the ratein effect December 31, 1988being the base. However, 
subsequent to the applicationof this paragraph, before any rate increase maybe paid, it must first be offset 
by any ratedecrease that would have been realized if the provisionsthis paragraph had notbeen in effect. 
( 2 )  A"grandfatheredrate"forexistingfacilitieswill be determined by dividingtheauditedallowable 

annual property costs, exclusive of taxes and insurance, for assetson hand asof January 1, 1985by the total patient 
days in the period July 1, 1984 through June30, 1985. The property rental rate will be the greater of the amount 
determined pursuant to subsection(1) of this section,or the grandfathered rate. The director shall adjust the 
grandfathered rate of a facility to compensate the owner for the cost of major repairs, replacement,expansion, 
remodeling and renovation initiatedprior to April 1, 1985, and completed afterJanuary 1, 1985, but completed no 
later than December 31, 1985. For facilities receiving a grandfathered rate making major repairs, replacement, 
expansion, remodeling or renovation, initiated after January1, 1986, the directorshall compare the grandfathered rate 
of the facility to the actual depreciation, amortization, and interest for the audit period plus the per them of the 
recognized cost of major repairs, replacement, expansion, remodelingor renovation, amortized over the American 
hospital association guideline component useful life.The greater of thetwo (2) numbers will be allowed as the 
grandfathered rate. Such changes shall not increase the allowablegrandfathered rate by more than three-fourths (314) 
of the difference between the current grandfathered rateand the adjusted propertybase determined in subsections 
( 1)( a) and section. 

Date Approved: September 27, 2000 
Effective Date: July 1, 1999 
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(3) The property rental rate per day of care paid to facilities with leases signed prior to March 30, 1981, 
will be the sum of the annualized allowed lease costs and other annualized propertycosts for assets an hand as of 
January 1, 1985,exclusive of taxes and insurance when paidseparately, divided by totalpatient days in the period 
June 30, 1983 throughJuly 1, 1984. Effective July 1, 1989,the director shall adjust the property rentalrate of a 
leased skilled facility under this paragraph to compensatefor the cost of majorrepairs, replacement, expansion, 
remodeling and renovationinitiated after January 1, 1985, by addingthe per them of the recognizedcost of such 
expenditures amortized over the Americanhospital association guideline component useful life. Such addition shall 
not increase the allowable propertyrental rate by more thanthree-fourths(3/4) of the difference between the current 
property rental rate and theadjusted property baseas determined in paragraphs(a) and (b) ofsubsection (1) of this 
section. Where such leases containprovisions that bind thelessee to accept an increased rate, reimbursement shall be 
at a rate per day ofcare which reflects the increasein the lease rate. Where suchleases bind the lesseeto the lease 
and allowthe rate to be renegotiated,reimbursement shall be at a rate per day ofcare which reflects an annual 
increase in the lease rate not to exceedthe increase in the consumer price index for renters costs. After the effective 
date of this subsection' if sucha lease is terminated orif the lease allows the lessee the optionto terminate other than 
by purchase ofthe facility, the property rental rate shall become the amount determined bythe formula in subsection 
(1) of this section as of the date on which the lease is or could be terminated. 

(4) (a) In the event of a sale, thebuyer shall receive the property rental rateasprovidedin 
subsection (1) of this section, except under theconditions of paragraph(b) of this subsection or except in the 
event ofthe first sale for a freestandingskilled care facility receiving a grandfathered rateafter June 30, 
1991, whereuponthe new owner shall receive the same ratethat the seller would have receivedat any given 
point in time. 

(b) In the event of a forced sale of a facility where the seller has been receiving a 
grandfathered rate,the buyer will receive a rate based upon his incurred propertycosts, exclusive of taxes 
and insurance, for the twelve (12) months followingthe sale, divided by the facility's total patient days for 
that period, or the propertyrental rate, whichever is higher, but not exceedingthe rate that would be due the 
seller. 

56-114. FREESTANDING SPECIAL CARE FACILITIES. For a freestandingspecial care facility which 
seeks tocontract for the first time to provide medicaidservices to recipients, the director shall determine payment for 
such facility as specified in rule. 

TN #: 99-07 Date approved September 27, 2000__ 
Effective Date: July 1, 1999 
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56-117. PAYMENT OF SPECIAL RATES. The director shall have authority to pay facilities at special 
rates for care given to patients have long-term care needs not adequately reflectedin the rates calculated pursuantto 
the principles set forth insection 56-102, Idaho Code. The payment for such specialized care will be in addition to 
any payments made in accordance with other provisions of this chapter.The incremental costto a facility that 
exceeds the rate forservices provided pursuantto the provisions of section 56-102, Idaho Code, will be excluded 
from the computationof payments or rates under other provisions of thischapter. Until the facilityapplies for a 
special rate, patients with such needs willbe included in the computation of the facility's rates following the principles 
described in section 56-102, Idaho Code. 

56-120. PROPERTY REIMBURSEMENT FOR HOSPITAL-BASED SKILLED NURSING FACILITIES. 
In addition to the basic payment per patient-day of care, each hospital-basedskilled care facility shall be paid on a 
prospective basis itsactual property and utility costs per patient-day to be determined by dividing its total projected 
property and utilitycosts, as calculated from the cost report selectedfor rate setting, by the total number of 
patient-days from the same costreporting period. 

56-131.  MULTIPLE-USE PLANS, The director shall promulgate such rules, as the director deems 
advisable to enableand encourage facilitiesto adopt plans for offering additional services or programs within their 
institutions which will promote appropriate levelsofcare for recipients residing in their service areas and, as a result, 
achieve cost savingsfor the medicaid program. In developing such rules,the director shall consult with 
representatives of freestanding skilled care, freestanding intermediate care, freestanding special care, and hospital­
based facilities. 

TN #: 99-07 Date Approved: September 27, 2000
~ 

Effective Date: July 1, 1999 
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56-101. Definitions. -Unless the context clearly requires otherwise, 
the definitions in thissection apply throughoutthis chapter andshall have 
.he following meanings: 
(1)“Appraisal” means the method of determining the value of the prop­

erty as determined by a M.A.I. appraisal. The appraisal must specifically 
identify the values of land, building, equipment, and goodwill. 

(2) “Assets” mean economic resources of the contractor, recognized and 
measured in conformity with generally accepted accounting principles. 

(3) “Depreciation” means the systematic distributionof the cost or other 
basis of tangible assets, less salvage, over the estimated useful-life of the 
assets. 

(4) “Director”means the directorof the department of health andwelfare 
or his designee. 

(5) “Equity” means the new book value of all tangible and intangible 
assets less therecorded value of all liabilities, as recognized and measured 
in conformity with generally accepted accountingprinciples. 

(6 )  “Facility” means an entity which contracts with the director to pro­
vide services to  recipients in a structure owned, controlled, or otherwise 
operated by such entity, and which entity is responsible for operational 
decisions. In conjunction with the use of the term “facility”: 

1. “Free-standing intermediate care” means an intermediate care facil­

ity, as defined in and licensed under chapter 13, title 39, Idaho Code, 

which is not owned, managed, or operated by, nor is otherwise a part of a 

hospital, as defined in section 39-1301(a), Idaho Code; 

2. “Free-standing skilled care” means a skilled nursing facility, as de­

fined in and licensed under chapter 13, title 39, Idaho Code, which is not 

owned, managed, or operated by, nor is otherwise a part of a hospital,as 

defined in section 39-1301(a), Idaho Code; (or) 

3. “Free-standing special care” means a facility that provides either in­

termediate care, or skilled care, or intermediate care for the mentally 

retarded, or any combination of either, which is not owned, managed, or 

operated by, nor is otherwise a part of a hospital, as defined in section 

39-1301(a), Idaho Code; or 

4. 	“Hospital-based” means a skilled nursing or intermediate care facil­

ity, as defined in and licensed under chapter 13, title 39, Idaho Code, 

which is owned, managed, or operated by, or is otherwise a part of a 

hospital, as defined in section 39-1301(a), Idaho Code. 

(7) “Forced sale” is a sale required by abankruptcy, foreclosure, the 


provisions of a will or estate settlementpursuant to the deathof an owner, 
physical or mental incapacity of an owner which requires ownershiptrans­
fer t o  existing partner or partners, or a sale required by the ruling of a 
federal agency or by a court order. 

(8) “Goodwill”means the amountpaid by the purchaser that exceeds the 
net tangible assets received. The value of goodwill is derived from the 
economic benefits that a going concern may enjoy,as compared with a new 
one, from established relations in the related markets, with government 
departments and other noncommercial bodies and with personal relation-

!
ships. These intangible assets cannot be separated from the business and 
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sold as can plantand equipment. Under the theory that theexcess payment 
would be made only if expectedfuture earnings justifiedit, goodwill is often 
described as the price paid for excess future earnings.The amortization of 
goodwill is nonallowable, nonreimbursable expense. 
(9)“Historical cost” means the actual cost incurred in acquiring and 

preparing an asset for use, including feasibility studies, architect’s fees, 
and engineering studies. 

(10) “Interest rate limitation” means that the interest rate allowed for 
working capital loans andfor loans for major movable equipment for inter­
mediate carefacilities for the mentally retarded shall be the prime rateas 
established by the Bankof America Corporation, San Francisco, California, 
plus one percent (1%)at the date the loan is made. All interest expense 
greater than the amount derived by using the limitation above shall be 
nonreimbursable; provided, however, that this interest rate limitations 
[limitation] shall notbe imposed against loans or leases whichwere made 
prior to  July 1, 1984. Said loans or leases being subject to the tests of 
reasonableness, relationship to patient care and necessity. 

(11) “Intermediate carefacility for the mentally retarded“ means an ha­
bilitative facility designed and operated to meet the educational, training, 
habilitative and intermittent medical needs of the developmentally dis­
abled. 

(12) “Major movable equipment” means such items as accounting ma­
chines, beds, wheelchairs, desks, furniture vehicles, The generalchar­
acteristics of this equipment are: 

1. A relatively fixed location in the building; 
2. Capable of being moved, as distinguished from building equipment; 
3. A unit cost sufficient to justify ledger control; 
4. Sufficient size and identity to make control feasibleby means of iden­
tification tags; and 
5. A minimum life of approximately three (3) years. 
(13) “Medicaid” means the 1965 amendments to the social security act 

(P.L.89-97),as amended. 
(14) “Minor movable equipment” includes such items as wastebaskets, 

bedpans, syringes, catheters, silverware, mops, buckets, etc. The general 
characteristics of this equipment are: 

1. In general,no fixed location andsubject to  use by various departments 
of the provider’s facility; 
2. Comparatively small in size and unit cost; 
3. Subject to inventory control; 
4. Fairly large quantity in use; and 
5. Generally, a useful life of approximately three (3) years or less. 
(15) “Net book value” meansthe historical cost of an asset, lessaccumu­

lated depreciation. 
(16)“Patient-day” means acalender day of care which will include the 

day of admission and exclude the day of discharge unless dischargeoccurs 
after 3:OO p.m. or it is the dateof death, except that, when admission and 
discharge occur on the same day, one (1) day of care shall be deemed to 
exist. 
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(17) “Property costs” means the total of allowable interest expense, plus 
\preciation, property insurance, real estate taxes, amortization, and al-
NabIe lease/rental expense. The department may require and utilize an 

appraisal to establish those components of property costs which are identi­
fied as an integral part of an appraisal. 

(18) reasonable propertyinsurance” means thatthe consideration 
given is an amountthat would ordinarily be paid by a cost-conscious buyer 
for comparable insurance in an arm’s length transaction. Property insur­
ance per licensed bed in excess of two (2) standard deviations above the 
mean of the most recently reported property insurance costs per licensed 
bed of all facilities in the reimbursementclass as of the end of a facility’s 
fiscal year shall not beconsidered reasonable. 

(19) “Recipient” means an individualdetermined eligible by the director 
for the services provided in the state plan for medicaid. 

(20) “Utilities” shall mean all expenses for heat, electricity, water and 
sewer. Utilities shall be exempt from the percentile cap. [I.C., § 56-101, as 
added by 1981,ch. 159, § I, 271; am. 1984,ch. 118,§ 1,p. 264; am. 1985, 
ch. 128,0 1,p. 312; am. 1986, ch. 87, 9 1, p. 250;am.1988, 155, § 1, 
279.1 . 

Compiler’s notes. .Former §§ 56-101 ­
56-104 which comprised 1941, ch. 181, §§ 1­
a, 1-b, 1-c, ld as  added by 1947, ch. 237, P 2, 
p. 	583; am. 1951, ch. 214, § 1, p. 442; 1972. 
:h.196,8§ 6,7,p. 483, were repealed byS.L. 
1974, ch.23, § 1, p. 633. 

The word “or” at the endof subsection (612 
was placed in parentheses by the compileras 

surplusage. 

The bracketed word “limitation” in subsec­
tion(10)wasinsertedbythe compiler. 

The reference “P.L. 89-97” in subdivision 
(13)is compiled as  26 U.S.C. 99 72, 79, 213, 
401,405,1401,3101,3111,3201,3221,6051; 
42 U.S.C.98 303, 401, 401a, 402, 418, 426, 
603,907,1203,1301,1306,1309,1315,1353, 
1383,1395 -1396d; 45 U.S.C. §§ 228e, 228s 
- 2282. 

Section 2 of S.L. 1984, chl 118 is compiled 
a s  § 56-110. 

Section 2 of S.L.1985, ch. 128 is compiled 
a s  § 56-104. 

Section 2of S.L.1986, ch.87 is compiled as  
§ 56-104. 

Section 2 of S.L.1988, ch. 155 is compiled 
as § 56-114. 

Section 3 of S.L. 1981, ch. 159 read“(1)An 
emergencyexistingtherefor,which emer­
gency is hereby declared to exist, subsection 
(c) of Section 56-104, Idaho Code,as enacted 
by Section 1of this act shall be in full force 
and effect on and after i ts  passage and ap­
proval. 

Sections 56-105,“(2) 56-101, 56-106, 
56-107,56-130 and all other subsections or 
sections necessary to enable the director of 
the department of health and welfare to pro­
mulgate rules and regulations priorto Janu­
ary 1, 1982, to be effective January 1, 1982, 
shall be in full force and effect on and after 
July 1, 1981. 

“(3) Section 2of this act and all othercodi­
fied sections of this act shall be in full force 
and effect on and after January 1, 1982.” 

Sec. to Sec. ref.This chapter is referred to 
in $9 31-3502and32-1008A. 

Cited in.Idaho County Nursing Home v. 
Idaho Dep’t of Health & Welfare, 120 Idaho 
933, 821P.2d988(1991). 

PARTA. 

GENERALPROVISIONS 

,56-102.Principles of prospective rates and payment. -The follow­
ingprinciples are inherentin this chapter: 

t 
t 

I 

i 
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(1)Base rates shall be set by the director prospectively, on an annual 
basis by class of facilities, andshall befixed for each classasdetermined in 
the manner established by this chapter; and 

(2) Prospective base rates shall be established by class not lower than 
the level which is determined to be adequate to  reimburse thenonproperty 
costs of each facility which is economically and efficiently operated and to 
provide care which meets the needs of each recipient, in compliance with 
applicable standards; and 

(3) Prospective payment rates established pursuantto this chapter shall 
take into account economic conditions and trends during theperiod to be 
coveredby such rates. [I.C., 3 56-102, as added by 1981, ch. 159, 0 1, p. 
271.I 

Compiler’s notes. Former § 56-102 was 
repealed. See compiler’s notes to § 56-101. 

56-103. Prospective base rates by class of facilities. -(a) The di­
rector shall fix the maximum base rate for each classof facilities, usingthe 
method specified in partB or C of this chapter, whichever is applicable, by 
determiningthestandard deviation from themean of therange of 
nonproperty costs of care per patient-day for each class and multiplyingthe 
standard deviation for each class by two (2). Where the results of that 
multiplication is: 

(1)Less than threedollars ($3.00),all facilities inthe class shall be paid 
up to the one hundredth percentile for such class; 
(2) Three dollars($3.00)but less than sixdollars ($6.00),all facilities in 
the class shall be paid up to the ninetieth percentile for such class; 
(3) Six dollars ($6.00) but less than twelve dollars($12.00), all facilities 
in the class shall be paid up to the eightiethpercentile for such class; or 
(4) Twelve dollars ($12.00) or greater, all facilities in the class shall be 
paid up to the seventy-fifth percentile for such class. 
(b) Thedirector may adjust the actual paymentfor an individual,facility 

when it is determined, in accordance with section 56-106, Idaho Code, that 
such adjustment is necessary to  reflect changing economic conditions and 
trends affecting such facility during the period in which such rate is in 
effectfor such facility. 

(c) The director may further adjust the actualpayment for an individual 
facility when it is determined through audit and settlement, inaccordance 
with section 56-107, Idaho Code, that such adjustment is necessary to re­
flect the costs of an economically and efficiently operated facility. [LC.,
0 56-103, as added by 1981, 159, 0 1, 271.1 

compiler’s notes. Former 8 56-103 was Compliance with Federal Statutes. 
repealed. See compiler’s notes to 0 56-101. The use of the percentile cap as enacted in 

Sec. to sec. ref. This section is referred to this section todetermine reimbursement is in 
in $5 56-105, 56-110 and56-120. compliance and conformity with the control­

ling federal statutes and is valid. Idaho
ANALYSIS County Nursing Home v. IdahoDep’tof 

Compliance with federal statutes.Health & Welfare, 120 Idaho 933, 821 P.2d 
Inefficient operation. (1991). 988 
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ineffecient Operation. 
Where the Departmentof Health’s findings 

of fact were inadequateto support its decision 
that nursing home exceededMedicaid per­
centile caps due to inefficient operation, the 
matter was remanded to the Department of 
HealthwithinstructionsthattheDepart­
ment make specific findings of fact and con­

clusions of law with respect to the questions 
of whether nursing home was efficiently ineffecient 
erated and to what extent itscosts above the 
percentilecapwerejustifiedbasedsolely 
upon the present evidentiary record, without 
the takingof any new or additional evidence. 
Idaho City Nursing Home v. Department of 
Health, 124Idaho 116,856P.2d 1283 (1993). 

56-104. Recapture of depreciation. - (a) Where depreciable assets 
that were reimbursed based on cost and were used in themedicaid program 
subsequent to January 1,1982, andfor which depreciation has been reim­
bursed by the director, are sold for an amount in excess of their net book 
value, depreciation so reimbursed shallbe recaptured from the buyerof the 
facility in anamount equal to reimbursed depreciation or gain on the sale, 
whichever is less. Depreciation shall be recaptured in full if a sale of a 
depreciated facility takes place within the first five (5) years of seller’s 
ownership after January 1, 1982. 

(b) Depreciation shall be recapturedby the director from the buyer of the 
facility over a period of time not to exceed five (5) years from the date of 
sale, with not less than one-fifth ( V S )  of the total amount being recaptured 
for each year after such date. 

(c) Leases of facilities entered into on or after the effective date of this 
subsection shall be reimbursed in the same manner as an owned asset, with 
recapture of depreciation being effected against thebuyer of the facility in 
the case where the facility’s assets are sold by the lessor of the facility. 
Leases in existence prior to  the effective date of this subsection shall be 
reimbursed at the rate established prior to such date for each such lease. 
Renegotiated leases shall be reimbursed at  established rates, plusa reason­
able annual increase. [I.C., § 56-104, as added by 1981,ch. 159, § 1, p. 271; 
am. 1985, ch. 128, 0 2, p. 312; am. 87, 9 2, p.250.1 

Compiler’s notes. Former 8 56-104was 
repealed. See compiler’snotes to 6 56-101. 

Sections 1 and 3 of S.L. 1985,ch. 128 are 
compiled as 68 56-101 and 56-108,respec­
tively. 

Sections 1 and 3 of S.L. 1986, ch. 87 are  
compiled as 66 56-101 and 56-108, respec­
tively. 

Subsection (1)of section 3 of S.L. 1981,No. 
159 provided tha t  subsection (c) of this sec­
tionshouldbeinfull force and effecton 
March 30, 1981;subsection (3)provided tha t  
subsections (a) and (b) should be in full force 

1986,ch. 

Application.
This section did not violate the procedural 

dueprocessrights of the purchaser of the 
health care facility where this section was 
enactedbeforethepurchasewasconsum­
mated, the state was not required to give a 
hearing as to the effects of this section’s ap­
plication prior to the time of the purchase of 
the health care facility. Sandpoint Convales­
cent servs. Inc. v. Idaho Dep’t of Health & 
Welfare, 114 Idaho 281, P.2d 398 (1988). 

Constitutionality. 
Because there isa conceivable basis forre­

and effect January 1, 1982. capturing depreciation from the buyer of a 
Sec. to Sec. ref. Sections 56-104through nursinghomefordepreciationpreviously

56-107 are referred to in 6 56-130. paid to the seller as a cost of providing medi­
cal care, this section cannotbe categorized as 

ANALYSIS arbitrary, and it does not violate substantive 
due process. Sandpoint Convalescent Servs..Application. Inc. v. Idaho Dep’t of Health & Welfare, 114 

,’ Constitutionality. Idaho 281, 756P.2d 398 (1988). 
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56-105. Prospective payments.-Not later thanNovember 30,1981, 
the director shall establish by rule to be effective January 1, 1982, as 
determined andagreed upon pursuant to section 56-130, Idaho Code, and in 
accordance with section 56-135, Idaho Code, a uniform mechanism for 
monthly payment to facilities of such amounts as are appropriate to reflect 
the actual payment per patient-day of care provided to recipients by each 
facility in each class, asdetermined pursuantto section 56-103, Idaho Code, 
and partB or C, whichever is applicable, of this chapter. [IC., 0 56-105, as 

I 
added by 1981,ch. 159, 0 1,p..271.1 

I 

I 
Sec. to Sec. ref. This section is referred to 

I in 56-11056-120. 
I 
I ! 

I! . .  
I56-106. Adjustment of prospective payments. -Not later than No­

vember 30,1981, the director shall establishby rule to be effectiveJanuary 
1,1982, inaccordance with section 56-135, Idaho Code, uniform definitions, 
standards, andprocedures for individual facility adjustmentsto prospective 
payments established for each class of facilities, during the fiscal year in 
which they are effective for each such facility, which are based on determi­
nations made and agreements reached pursuant to section 56-130, Idaho 
Code. Such adjustmentsmay be made periodically but shalloccur not more 
often than twice for each facility's fiscal year inwhich the rate iseffective. 
[LC., § 56-106, as added by 1981, 159, 9 1, p. 271.1 

Sec. to Sec. ref. This section is referred to 
in § 56-103.

) 
56-107. Audit and settlement of prospective payments. -Not later 

than November 30, 1981, the director shall establishby rule to  be effective 
January 1, 1982, in accordance with section 56-135, Idaho Code, uniform 
standards and procedures for cost reporting by, audit of, and settlement 
with individual facilities in each class concerning prospective payments 
made to  such facilities as established or adjusted under thischaptersuch 
standards and procedures shall reflect determinations made and agree­
ments reached pursuant to section 56-130, Idaho Code. [I.C., § 56-107, as 
added by 1981,ch. 159, § 1, p.271.1 

Sec. to sec. ref. This section is referred to 
in 60 56-103, 56-110and 56-120. 

56-108. Property reimbursement -Facilities willbe paid a prop­
erty rental rate, property taxes and reasonable property insurance. 
-The provisions of this section shall not applyto  hospital-based facilities 
which are subject to the provisions of section 56-120, Idaho Code, or to  
intermediate care facilities for the mentally retardedwhich are subject to 
the provisions of section 56-113, Idaho Code. The provisions of this section 
are applicable to all otherfacilities. The property rental rateincludes com­i 	 pensation for major movable equipment but not for minor movable equip­
ment. Theproperty rental rate ispaid in lieu of payment for amortization, 


